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differ in the standard of living they are able to afford to their
people, due to differences in the average output of wealth
per head. Within a nation industries differ in average output,
but in the long run the money wages paid by even the less effi-
cient industries will be governed by the average level of efficiency
in all the industries of the country. Every industry in the
one country may be more efficient at any particular moment
than all the industries of another country. Yet the lower wages
paid by the less efficient country will enable that country to
compete successfully with those industries of the more efficient
country which are below the average; while the industries of
the latter country which are above the average will be able to
pay the higher wages and still compete with the less efficient
industries of the former country. Hence under free competition
there is a continuous tendency for the more efficient industries of
both countries to expand and the less efficient industries of both
countries to contract: in other words, for the average efficiency,
and therefore the standard of living, of both countries to improve.
Ricardo, the leader of the deductive economists, must be given
the credit of doing most in the development of this principle,
which has come to be known as the Law of Comparative Cost,
though he was not quite first in recognizing the principle.1
John Stuart Mill did much to make it clearer, but it cannot be
said that the doctrine has ever been widely understood, par-
ticularly by those whose influence over international trade has
been greatest. The fault lies partly in the difficulty which the
most lucid writer must find in making it clear, but partly also
with the economists themselves who have relied almost ex-
clusively upon deductive reasoning and hypothetical examples
in explaining it. There has been a lamentable lack of illustra-
tions drawn from the facts of world trade, and a serious defi-
ciency of that wide knowledge of the practical working of the
principle which Adam Smith was always able to bring to the
illustration of his theories. The doctrine has done more to attach
to the later economists the epithet doctrinaire than any other part

* Colonel Robert Torrens, one of the leaders of the Currency School of monetary
doctrine, has the best claim (An Essay on the Corn Trade, London, 1815).